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THE    UNITED    STATES'    VIEW 

OF    TRADE    RELATIONS 

WITH    JAPAN 

Delegates  to  the  Nineteenth  Convention  of  the 
National  Foreign  Trade  Council 

Gentlemen:  "Now  is  the  dawn  of  the  Pacific  era!"  These 
pregnant  words  of  President  Roosevelt,  spoken  so  many  years 
ago,  have  been  realized  and  today  we  stand  in  the  full  morning  light 
of  that  brilliant  prophecy.  Our  country  faces  both  the  Atlantic  and 
the  Pacific ;  and  we  on  the  Pacific  Coast  occupy  the  last  great  western 
frontier.  By  reason  of  our  island  possessions  in  the  Far  East  and  our 
ever-expanding  trade  with  the  Orient,  whose  rich  natural  resources 
and  vast  potential  markets  are  as  yet  untouched  and  undeveloped,  we 
are  justified  in  our  deep  concern  in  the  destiny  of  Asia. 

Your  presence  here,  as  delegates  to  the  nineteenth  convention  of 
the  National  Foreign  Trade  Council  is  sufficient  indication  of  the 
very  great  interest  which  the  development  of  our  foreign  trade  holds 
for  you  all.  Coming  together  on  this  occasion  in  Honolulu — stra- 
tegic pivotal  point  in  mid-Pacific — it  is  fitting  that  your  attention 
should  be  focused  sharply  upon  the  expanding  trade  of  the  United 
States  in  this  great  Pacific  area.  Since  all  of  you  are  aware  of  the 
close  relation  existing  between  our  foreign  trade  and  our  domestic 
prosperity,  it  is  appropriate  at  this  time  that  you  should  discuss  those 
I  aspects  of  our  economic  life  most  familiar  to  you  and  which  at  the 
(same  time  must  receive  from  statesmen  and  business  leaders  their 
serious  consideration  in  the  formulation  of  any  proposals  looking 
toward  the  solution  of  either  national  or  international  problems. 

The  Open  Mind  A  Necessity 

The  ever-increasing  and  far-reaching  applications  of  scientific 
discoveries  and  the  development  of  combination  and  mass  produc- 
tion which  we  have  witnessed  during  the  last  fifty  years,  penetrating 
as  they  do  the  whole  structure  of  our  social  and  economic  life,  have 
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in  innumerable  ways  profoundly  altered  our  civilization  and  are 
largely  responsible  for  the  vast  expansion  of  our  world  trade,  a 
phenomenon  which  the  majority  of  us  are  often  prone  to  accept  as  a 
matter  of  course.  The  rapidly  shifting  continuity  of  the  new  and 
unpredictable  situations  presented  by  this  swiftly  changing  world 
demands  of  all  who  would  progress,  whether  individuals  or  nations, 
a  large  measure  of  elasticity  both  in  mind  and  in  imagination.  We 
must  be  prepared  to  adapt  ourselves  to  these  new  situations  as  they 
arise,  accepting  new  viewpoints  and  values  and  creating  new  policies 
and  techniques  in  conformity  with  them.  Thus,  no  matter  what 
any  of  us  may  say  today,  no  matter  how  pertinent  and  timely  our 
statements  may  be,  we  can  hardly  hope,  nor  should  we  wish  that 
our  present  conclusions  should  be  altogether  true  another  year  hence 
when  we  meet  again. 

It  is  a  difficulty  common  to  us  all  that  our  attentions  are  primar- 
ily focused  upon  our  individual  affairs  and  the  major  portion  of  our 
efforts  concentrated  upon  the  solution  of  immediate  personal  prob- 
lems. Yet  all  of  us,  as  we  proceed  toward  an  understanding  of  those 
individual  problems,  must  become  increasingly  aware  of  the  fact 
that  they  are  invariably  and  inseparably  linked  with  problems  of 
much  wider  scope  and  more  profound  implications,  demanding  for 
their  solution  a  broader  perspective  only  to  be  gained  from  a  truly 
international  viewpoint. 

Our  Asiatic  Trade 

Our  industries  are  producing  commodities  far  in  excess  of  the 
legitimate  demands  of  our  domestic  markets.  One  outlet  for  this 
excess  has  been  found  in  the  Orient.  In  1913  our  entire  Asiatic  trade 
was  only  $125,000,000,  while  today  it  is  over  two  billion,  an  expan- 
sion of  over  1500  per  cent  in  a  little  over  fifteen  years.  Millions  of 
our  neighbors  across  the  Pacific  through  multiplying  contacts  with 
the  Western  world  are  becoming  each  year  in  ever-increasing  numbers 
consumers  of  Western  goods.  In  the  comparatively  short  space  of 
time  since  the  world  war,  our  trade  with  China  has  doubled  and  our 
trade  with  Japan  trebled.  California's  trade  alone  with  the  Orient 
has  increased  over  300%.  If  we  follow  the  tremendous  readjust- 
ments that  have  taken  place  in  the  field  of  foreign  trade  since  the 
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war,  all  the  figures  indicate  clearly  the  decline  of  the  predominance 
of  the  Atlantic  and  the  rise  of  the  Pacific.  The  center  of  the  world's 
trade  is  definitely  shifting  to  this  great  Pacific  Basin,  a  movement 
which  is  proceeding  with  an  ever-increased  acceleration.  This  shift 
is  clearly  indicated  in  the  following  figures.  Imports  from  Europe 
into  the  United  States  in  1928-1929  showed  an  increase  of  169% 
over  imports  for  1910-1911.  Exports  from  the  United  States  to 
Europe  during  this  same  period  increased  184.6%.  In  strong  con- 
trast, imports  from  Asia  during  this  time  increased  563  %  and  exports 
to  Asia  from  the  United  States  increased  806%.  In  large  measure 
this  tremendous  growth  was  due  to  an  increased  consumption  of 
food-stuffs  in  Asia. 

United  States  Trade  with  Japan 

Let  us  consider  for  a  moment  our  trade  with  Japan  as  expressed 
in  a  few  significant  figures.  Japan's  exports  to  the  United  States  and 
her  imports  from  the  United  States  are  greater  than  her  exports  and 
imports  to  and  from  any  other  country.  Our  mutual  trade  is  domi- 
nated in  both  directions  almost  exclusively  by  two  single  outstanding 
commodities,  silk  from  Japan  and  cotton  from  the  United  States. 
Raw  silk  and  silk  products  constitute  approximately  80%  of  total 
imports  into  the  United  States  from  Japan,  and  raw  cotton  makes 
up  about  40  %  of  total  exports  of  the  United  States  to  Japan.  These 
percentages  are  based  on  import  and  export  values  for  the  year  1930. 
Shipments  of  cotton  during  1931  increased  over  1930  from  889,000 
bales  of  500  lbs.  to  1,740,711  bales,  but  due  to  the  low  price  of  cot- 
ton in  the  United  States,  the  dollar  volume  of  exports  of  this  com- 
modity increased  by  only  $13,670,000  or  20%,  in  contrast  with  an 
increase  of  approximately  100%  in  actual  pounds  of  cotton  exported. 

Absorbing  as  we  do  3  5  to  45  %  of  Japan's  total  exports,  we  have 
become  her  principal  export  market.  Our  exports  to  Japan  in  1931 
amounted  to  $15  5,668,045  compared  with  $164,570,403  in  1930. 
Imports  from  Japan  totaled  $205,399,000  in  1931  as  compared  with 
$249,968,000  in  1930.  Falling  price  levels  in  1931  were  responsible 
for  this  general  drop  in  the  value  of  all  goods  shipped  in  that  year, 
while  the  decreased  consumption  of  luxury  products  and  the 
increased  competition  of  rayon  versus  silk  in  our  country  were  also 
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important  contributing  factors.  In  pursuing  her  policy  of  indus- 
trialization, it  would  thus  appear  that  Japan  is  vastly  more  sensitive 
to  changes  in  the  United  States  tariff  than  she  is  to  alterations  in  the 
tariff  of  any  other  single  country. 

Permit  me  to  name  for  you  some  of  our  principal  exports  to 
Japan  ranged  in  order  of  their  importance.  These  figures  are  based 
upon  values  and  the  percentages  are,  of  course,  only  approximate. 
In  1930,  our  exports  in  petroleum  and  petroleum  products  consti- 
tuted 11%  of  our  total  exports  to  Japan;  iron  and  steel  products 
7%;  automobiles,  motor  trucks,  auto  parts,  etc.  4.8%;  lumber,  logs, 
etc.  4.4%;  wheat  and  wheat  products  4.1%;  industrial  machinery 
4%;  fertilizers  2.7%;  electrical  machinery  and  apparatus  2%;  all 
other  products  20%. 

As  we  have  already  said,  of  our  imports  from  Japan  in  1930, 
silk  and  manufactured  silk  constituted  80%.  Following  silk  in  im- 
portance come  food  products,  including  crab  meat,  tea,  and  dried 
beans,  4%;  then  decorated  china  ware,  1%;  furs  1%,  and  all  other 
imports  14%. 

Japan's  Commercial  Position — General  Conclusions 

It  is  impossible  for  me  here  in  the  short  time  at  my  disposal,  to 
consider  the  various  situations  and  the  specific  conditions  which 
affect  the  trade  relations  of  our  two  countries  in  the  exchange  of 
these  commodities.  Doubtless  there  are  many  experts  at  this  meet- 
ing who  are  qualified  to  speak  with  more  authority  and  in  greater 
detail  of  these  important  matters.  However,  to  the  student  of  our 
mutual  trade  relations  Japan's  commercial  position  leads  one  to  draw 
certain  general  conclusions  which  are  unavoidable. 

first — With  the  question  of  immigration  still  unsolved,  Japan 
must  supply  her  steadily  increasing  population  by  expanding  her 
imports  of  food  stuffs  and  at  the  same  time  by  increasing  her  imports 
of  many  of  the  raw  materials  made  imperative  by  her  progressive 
industrialization. 

second — To  pay  for  these  additional  imports  she  must  in- 
crease her  exports  and,  under  the  pressure  of  international  compe- 
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tition,  these  exports  must  of  necessity  consist  of  commodities  in  the 
marketing  of  which  she  has  some  comparative  advantage. 

third — The  exigencies  of  the  situation  presented  by  her 
ever-increasing  population  compel  her  to  depend  not  so  much  upon 
the  total  value  of  her  exports  but  rather  upon  the  "value  added  by 
manufacture."  Consequently  her  success  in  marketing  these  com- 
modities is  contingent  upon  the  willingness  of  foreign  countries  to 
take  products  in  an  advanced  stage  of  manufacture.  It  is  this  latter 
aspect  of  her  commercial  position  considered  in  relation  to  her  trade 
with  the  United  States  which  is  causing  her  most  serious  concern. 
Considered  roughly,  her  trade  with  the  United  States  consists  chiefly 
in  a  mutual  exchange  of  raw  materials — silk,  rags,  furs,  and  other 
items  in  return  for  cotton,  wood,  iron,  sulphate,  pulp,  petroleum, 
and  leather  received  from  us.  While  the  major  portion  of  Japan's 
exports  to  the  United  States  consist  of  duty  free  raw  materials,  these 
duty  free  materials  are  by  no  means  all. 

Among  Japan's  chief  exports  to  the  United  States  affected  by 
the  tariff  of  1930,  which  increased  the  already  existing  duties,  are 
camphor,  earthenware,  and  glass  ware,  canned  crab  meat,  silk  weav- 
ing material,  imitation  pearl,  material  for  hats,  dolls  and  toys  of 
celluloid,  and  toothbrushes.  The  duties  on  these  articles  range  from 
15rc  to  110%  ad  valorem.  Imports  into  the  United  States  from 
Japan  in  1927  approximated  $417,000,000  of  which  only  about  5% 
were  subject  to  the  increased  tariff  duties.  Therefore  these  heavier 
duties  imposed  by  the  1930  tariff  act  cannot  be  considered  a  serious 
blow  to  her  export  business  with  us.  To  Japan,  however,  the  1930 
tariff  appears  significant  because  it  seems  to  indicate  a  tendency  on 
our  part  to  levy  duties  on  her  manufactured  goods  and  consequently 
to  impede  her  industrial  progress. 

The  Japanese  Tariff 

The  basis  of  America's  tariff  is  determined  largely  by  estimating 
the  difference  between  costs  of  production  at  home  and  abroad.  On 
the  other  hand,  Japan's  tariff,  which  on  many  items  exported  by  the 
United  States  is  practically  prohibitive,  is  designed  to  force  the  value 
of  imports  down  to  a  point  where  they  tend  to  meet  the  value  of  her 
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exports.  If  this  were  not  done,  the  financial  resources  of  Japan 
would  be  rapidly  drained.  As  Japan's  exports,  consisting  principally 
of  raw  silk  to  the  United  States  and  manufactured  cotton  goods  to 
non-manufacturing  countries,  increase,  we  may  see  the  value  of 
Japan's  imports  mount  and,  following  that,  a  reduction  of  her  tariff 
duties.  The  prevailing  low  position  of  the  Japanese  yen,  however, 
coupled  with  her  embargo  on  the  export  of  gold,  holds  out  little 
promise  for  an  early  reduction  of  the  Japanese  tariffs. 

Among  American  manufacturers  there  is  no  feeling  of  resent- 
ment against  the  Japanese  tariff.    On  the  contrary,  the  necessity  for 
this  tariff  is  understood  and  only  deep  sympathy  is  felt  for  Japan  as 
she   courageously   struggles   with   her   serious    financial   problems. 
Everywhere  the  hope  is  expressed  that  she  may  soon  effect  a  complete 
economic  recovery  and  continue  the  course  of  her  commercial  devel- 
opment and  expansion  in  the  future  as  she  has  in  the  past.     The 
range  of  goods  exported  by  the  United  States  which  are  affected  by 
Japan's  100%  luxury  tariff  schedule  of  1924  consists  principally  of 
manufactured  commodities  which,  given  tariff  protection,  may  be 
profitably  produced  in  the  industries  of  Japan  itself.     Among  the 
commodities  affected  by  the  Japanese  luxury  tariff  are  the  following: 
Leather   products,   soaps,   textiles,   jewelry   and   watches, 
photographic  materials  and  equipment,  including  films,  um- 
brellas, games  and  toys,  and  even  such  important  footstuffs  as 
fresh,  canned,  preserved,  and  dried  fruits  and  vegetables,  honey 
and  cheese. 

In  this  connection  it  is  important  to  remember  that  in  the  appli- 
cation of  this  luxury  tariff  the  United  States  is  not  discriminated 
against,  for  it  applies  equally  to  identical  commodities  from  all  world 
sources.  In  those  cases  where  Japan,  by  commercial  treaty,  has  made 
concessions  to  other  countries,  as  for  example  France  and  Italy,  she 
has  always  accorded  similar  treatment  to  the  United  States. 

The  Danger  of  Prohibitive  Tariffs 

Commerce  between  the  United  States  and  Japan  can  prosper 
and  develop  fully  only  when  the  tariffs  of  both  countries  are  liber- 
alized.    The  present  free  entry  into  Japan  of  raw  cotton  and  the 
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corresponding  free  entry  into  this  country  of  raw  silk  suggest  the 
possibility  of  a  freer  exchange  of  goods  in  the  future. 

It  is  clear  to  all  of  us  that  business  is  synonymous  with  trade, 
and  it  is  almost  a  platitude  to  remark  that  we  can  only  sell  to  those 
who  can  buy,  and  it  is  equally  true  that  the  prospective  buyer  of  our 
commodities  can  only  pay  either  in  gold  or  in  goods.  In  the  present 
world  situation  we  find  gold  concentrated  in  the  hands  of  two  coun- 
tries, France  and  the  United  States.  As  a  result  of  this  concentra- 
tion, the  peoples  of  the  Pacific  area,  in  their  trade  with  us,  have  no 
alternative  but  to  pay  in  goods. 

That  the  normal  and  healthy  exchange  of  commodities  should 
proceed  with  as  few  obstacles  as  possible  must  be  obvious  to  all.  It 
should  be  equally  apparent  that  indiscriminate  and  unconsidered 
tariff  barriers  present  the  most  obtrusive  obstacles  which  foreign 
trade  has  to  surmount.  Rapid  transportation  and  communication 
are  rapidly  reducing  old  geographic  boundaries  to  mere  fictions. 
Though  we  live  on  the  threshold  of  an  era  epitomized  in  the  air  line 
express,  yet  the  majority  of  us,  shackled  to  the  past,  still  think  in 
terms  of  the  horse-drawn  truck  and  the  romantic  mail  coach. 
Viewed  in  this  light,  a  narrow  isolationist  policy,  supported  by  the 
inevitable  technique  of  excessively  high  protective  tariffs,  indiscrimi- 
nately applied  to  a  wide  range  of  commodities,  appears  reactionary 
and  outmoded,  carrying  over  into  the  twentieth  century  nineteenth 
century  policy  and  procedure.  Such  a  policy,  strangling  as  it  does 
the  mutual  exchange  of  goods,  produces  consequences  equally  detri- 
mental and  damaging  to  both  parties. 

Reciprocal  Tariffs  Represent  The  Square  Deal 

However,  the  recognition  of  the  deleterious  effects  of  such  ex- 
treme nationalism  must  not  be  construed  as  meaning  an  advocacy  of 
free  trade.  We  want  neither  free  trade  nor  excessive  protective 
tariff  walls.  All  thinking  men  devoted  to  the  promotion  of  foreign 
trade  should  desire,  advocate,  and  strive  for  a  policy  of  recipro- 
cal tariffs  worked  out  by  competent  authorities  on  common- 
sense  bases,  informed  by  a  comprehensive  knowledge  of  the  perti- 
nent facts  and  supplemented  by  the  fullest  consideration  of  both 
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the  direct  and  indirect  effects  likely  to  result  therefrom,  to  the  end 
that  foreign  trade,  assisted  by  such  reciprocal  tariffs,  may  be  stimu- 
lated to  renewed  activity  and  follow  unhampered  its  normal  course 
of  healthy  expansion. 

In  brief,  tariff  reciprocity  represents  the  square  deal.  In  addi- 
tion, it  expresses,  if  you  like,  an  enlightened  self  interest,  since  con- 
tinuously mounting  tariffs  prove  in  practice  to  be  boomerangs 
ruinous  to  the  very  people  they  were  designed  to  assist. 

Asiatic  Problems  and  U.  S.  Friendship 

All  of  us  who  seek  to  understand  this  great  Pacific  area  and  the 
Orient  in  particular  realize  how  many  profound  problems  exist — 
problems  which  spring  on  the  one  hand  from  the  racial  and  cultural 
differences  of  the  peoples  concerned  and,  on  the  other,  from  varied 
and  often  conflicting  national  interests,  both  economic  and  political. 
The  policy  of  the  United  States  in  its  dealings  with  China  and  Japan 
presents  a  history  of  which  none  of  us  need  feel  ashamed.  With  one 
notable  exception  which  later  I  shall  indicate,  our  relations  with 
these  two  great  nations  have  been  marked  by  justice  and  tolerance 
and  have  been  animated  by  an  understanding  sympathy  for  their 
justifiable  economic,  social,  and  political  aims  and  aspirations  and  a 
true  desire  for  the  promotion  of  mutual  understanding  and  good  will. 

The  Open  Door  in  Orient: 

The  cornerstones  of  our  policy  have  been  the  maintenance  of 
the  "Open  Door"  and  the  territorial  integrity  of  China.  The  "Open 
Door"  policy  may  be  summed  up  in  the  statement  that  it  represents 
fair  treatment  and  equality  of  opportunity  for  all  concerned. 

The  first  treaty  with  China  was  signed  in  1844.  In  1848  the 
annexation  of  California  established  our  flag  on  the  Pacific  and  at 
once  plans  were  discussed  for  the  establishment  of  trade  by  steam 
ship  between  the  great  port  of  San  Francisco  and  the  Orient.  In 
1854  Commodore  Perry  signed  the  memorable  treaty  which  estab- 
lished our  trade  with  Japan.  The  acquisition  of  the  Philippines  in 
1898  following  the  war  with  Spain  placed  us  securely  on  the 
threshold  of  the  Orient.  These  island  possessions  in  the  Far  East 
brought  with  them  new  responsibilities  and  immeasurably  quickened 
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our  interest  in  the  future  of  Asia.  In  the  next  year,  1899,  John  Hay, 
then  Secretary  of  State,  addressed  his  historic  notes  to  the  great 
powers  formulating  our  policy  in  these  words:  "To  insure  to  the 
commerce  and  industry  of  the  United  States  and  all  other  nations 
perfect  equality  of  treatment  within  the  limits  of  the  Chinese  Em- 
pire," and  in  addition,  "to  remove  possible  causes  of  international 
irritation  and  reestablish  confidence,  so  essential  to  commerce." 

This  policy  was  intended  to  curb  and  regulate  the  activities  of 
the  Powers  in  their  spheres  of  influence,  to  avoid  conflicts  between 
the  varied  interests  involved,  and  to  make  impossible  the  partition  of 
China.  In  addition  it  was  intended  to  foster  and  encourage  Amer- 
ican trade  with  the  Orient,  unhampered  by  selfish  national  interests. 
This  policy  was  reiterated  again  by  Hay  after  the  Boxer  Rebellion 
and  by  1904  all  the  great  powers  had  announced  their  acceptance  of 
the  principle.  We  not  only  initiated  the  "Open  Door"  policy,  but 
we  have  ever  since  been  its  sponsor,  protesting  vigorously  on  all 
occasions  when  others  seemed  to  be  attempting  to  negate  it. 

Japan  and  the  Open  Door  in  Manchuria 

The  treaty  of  Portsmouth  in  1905  committed  both  Russia  and 
Japan  to  the  principle,  Japan  declaring  herself  for  the  "Independence 
and  integrity  of  the  Chinese  Empire  and  the  principle  of  equal 
opportunities  for  the  commerce  and  industries  of  all  nations  in 
China."  A  final  official  acceptance  and  confirmation  of  the  policy 
was  given  in  the  Open  Door  treaty,  signed  during  the  now  famous 
Washington  conference  of  1922.  We  should  take  particular  note 
of  the  fact  that  Japan  has  through  her  authorized  representatives, 
not  once  but  several  times  within  the  last  few  months,  reiterated  her 
position  in  Manchuria,  openly  declaring  herself  the  champion  of 
equal  opportunity  and  the  open  door  for  all  nations.  First  on 
October  13  last,  at  Geneva;  second  on  December  28,  1931,  through 
Prime  Minister  Inukai,  who  in  addition,  on  behalf  of  his  country, 
cordially  invited  participation  and  cooperation  in  Manchurian  enter- 
prise; third  on  January  16,  1932,  in  her  official  reply  to  our  query  in 
regard  to  the  completion  of  the  Japanese  occupation.  Now  since 
these  pledges  stand  in  strong  contrast  to  the  current  popular  impres- 
sions created  by  recent  events,  it  may  be  well  worth  while  for  us  to 
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examine  briefly  just  what  the  "Open  Door"  actually  means  in  con- 
crete terms  to  some  of  the  great  nations  of  the  world  and  in  particu- 
lar to  the  United  States. 

The  Economic  Development  of  Manchuria 

What  is  the  history  of  the  economic  development  of  Manchuria, 
this  rich  area  which  is  now  playing  such  an  important  role  on  the 
world  stage  and  what  are  the  important  facts  in  the  growth  of  its 
foreign  trade?  The  treaty  of  Portsmouth,  largely  due  to  the  wisdom 
and  conciliatory  policy  of  President  Roosevelt,  closed  the  Russo- 
Japanese  war  and  gave  birth  to  a  new  epoch  in  Manchuria  both 
political  and  economic.  Prior  to  this  treaty  only  one  port  in  Man- 
churia had  been  open  to  commerce  with  the  outside  world,  New- 
chang,  almost  every  inland  city  being  closed  to  foreign  trade.  After 
the  war  there  were  three  major  developments  which  contributed 
chiefly  to  the  expansion  of  the  Manchurian  trade.  First  and  most 
important  was  the  opening  as  a  free  port  in  1906  of  Dairen  in  the 
Japanese  Leased  Territory  at  the  southern  point  of  the  Liaotung 
peninsula.  Into  the  improvement  and  development  of  this  free  port 
which  is  today  second  only  to  Shanghai,  the  Japanese-owned  South 
Manchurian  Railway  Company  has  invested  approximately  60  mil- 
lion yen.  The  second  significant  development  was  the  opening  of 
the  inland  cities  of  Manchuria  to  international  trade;  Antung  in 
1907  and  nine  other  cities,  including  Harbin,  Mukden,  Manchouli, 
and  Aigun  in  1911.  The  third  is  the  South  Manchurian  Railroad 
which,  perfected  by  the  Japanese,  for  the  first  time  provided  South 
Manchuria  with  a  highly  efficient  system  of  transportation.  This, 
together  with  the  Chinese  Eastern  Railway  in  the  North,  created 
satisfactory  facilities  for  channelizing  the  trade  of  the  whole  area. 

Manchuria's  Trade — Some  Statistics 

Since  1907,  the  year  in  which  the  Japanese  took  over  the  man- 
agement of  the  South  Manchurian  railroad,  the  growth  of  Man- 
churian trade  has  been  phenomenal  in  its  extent  and  rapidity.  In 
1907  the  trade  of  Manchuria,  estimated  at  52  million  Haikwan  Taels, 
was  less  than  10%  of  the  total  trade  of  China;  by  1929  it  constituted 
21%  of  the  total  trade  of  China  and  was  estimated  at  75  5  million 

[12] 


Haikwan  Taels  or  an  expansion  of  1500  percent  in  22  years.  In 
viewing  this  extraordinary  growth  we  should  note  that  from  1920 
to  1929  the  excess  exports  over  imports  averaged  about  80  million 
Haikwan  Taels  per  annum.  The  following  table  shows  in  compara- 
tive form  the  general  trade  position  of  the  principal  countries  con- 
cerned at  the  end  of  1929.  These  are  the  latest  figures  available. 
The  values  given  in  these  tables  are  in  old  customs  Haikwan  Taels 
worth  about  $.60.  In  1930,  owing  to  the  drop  in  silver,  customs 
dues  began  to  be  collected  in  gold  units  equal  in  value  of  $.40. 

MANCHURIAN  TRADE 

Countries                              Imports  from  Exports  to  Total 

Japan                                       138,750,000  168,858,000  307,608,000 

Soviet  Union                             15,747,000  40,282,000  56,030,000 

Great  Britain                            12,483,000  22,377,000  34,861,000 

U.  S.  A.                                   25,922,000  12,167,000  38,089,000 

Manchuria's  Undeveloped  Resources 

The  vast  extent  of  the  undeveloped  resources  of  Manchuria  is 
so  well  known  that  it  is  needless  to  go  into  them  here.  The  three 
Eastern  Provinces,  Liaoning,  Kirin,  and  Heilungkiang,  together  com- 
monly known  as  Manchuria,  contain  about  390,000  square  miles, 
which  is  about  the  size  of  France  and  Germany  combined.  It  lies 
within  a  great  circle  of  mountains  and  is  practically  flat.  The  cul- 
tivable area,  for  the  most  part  extremely  fertile  virgin  soil,  is  esti- 
mated at  more  than  5  5  million  acres  or  23%  of  the  area.  Of  this 
cultivable  area  only  about  28  million  acres  are  now  under  cultivation. 
The  chief  agricultural  product  is  the  Soya  bean.  In  1929  Man- 
churia produced  an  aggregate  of  222  million  bushels  or  63  %  of  the 
entire  world  production.  The  forest  area  of  Manchuria  has  been 
estimated  at  90  million  acres,  with  standing  timber  estimated  at  150 
billion  cubic  feet.  These  forests  contain  over  three  hundred  different 
species  of  trees,  many  of  them  valuable,  particularly  the  giant  Korean 
pine.  The  total  population  of  Manchuria  in  1929  was  30  million, 
of  which  97%  are  Chinese  from  China  proper,  the  original  Manchu 
inhabitants  constituting  only  3  %  of  this  number.  The  number  of 
Japanese  is  estimated  at  250,000.  Of  the  estimated  15  million  in- 
habitants engaged  in  agriculture,  only  about  15,000  are  Japanese. 
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Manchuria's  Industries — Some  Statistics 

Covering  Manchuria's  most  conspicuous  industries,  I  offer  for 
your  consideration  some  comparative  tables  covering  exports  and 
imports  to  and  from  four  principal  countries.  These  are  taken  from 
the  Manchurian  Year  Book  of  1931  and  cover  the  trade  for  1929, 
the  latest  figures  given. 

Manchuria's  exports  to 


(In  Haikwan  Taels) 

Great  Britain 

U.  S.  A. 

Germany 

Russia 

Soya  Beans 

17,511,000 

68,000 

235,000 

25,070,000 

Other  Beans 

341,000 

38,000 

27,000 

481,000 

Silk  Products 

3,000 

Chemical  Products 

299,000 

15 

Manchuria's  imports  from 

Great  Britain 

U.  S.  A. 

Germany 

Russia 

"Cotton  piece-goods 

1,018,000 

800,000 

77,000 

1,717,000 

Woolens — mixed 

2,314,000 

18,000 

1,603,000 

15,000 

*  Miscellaneous  piece- 

goods 

264,000 

20,000 

148,000 

108,000 

Chemicals  and  medicines 

1,706,000 

59,000 

250,000 

234,000 

Dyes  and  colours 

1,877,000 

51,000 

192,000 

149,000 

*  Note :  A  well  informed  though  unsubstantiated  rumor  explains 
Russia's  advance  in  this  field  on  the  ground  that  Russia  has  largely 
increased  the  sale  of  piece  goods  recently  by  inducing  certain  British 
firms  to  sell  these  commodities  for  her  at  prices  with  which  not  even 
the  Japanese  can  compete.  In  compensation,  Russia  has  granted  to 
the  British  firms  mentioned  the  right  to  obtain  certain  otherwise 
unobtainable  products  from  Mongolia,  which  is,  as  everyone  knows, 
virtually  a  Russian  province. 

manchuria's  exports  to 

Great  Britain  U.  S.  A.  Germany  Russia 


Bristles 

237,000 

321,000 

58,000 

Hair  and  feathers 

103,000 

246,000 

23,000 

Leather  and  hides 

675,000                 1 

,754,000 

41,000 

50,000 

manchuria's  imports  from 

[ 

Great  Britain 

U.  S.  A. 

Germany 

Russia 

Silk  piece-goods 

31,000 

97,000 

7,000 

Iron  and  steel 

812,000 

842,000 

343,000 

2,786,000 

Machinery 

1,026,000 

1,723,000 

1,584,000 

857,000 

Vehicles 

235,000 

3,580,000 

381,000 

388,000 

*  Railway  material 

27,000 

696,000 

15,000 

264,000 

"Electrical  material 

50,000 

373,000 

228,000 

351,000 
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*Note:  The  Far  East  is  turning  increasingly  toward  electricity 
as  a  source  of  power.  Leaving  out  of  account  the  two  exclusively 
Russian  and  Japanese  lines  and  the  Pekin-Mukden  line,  there  are  in 
Manchuria  some  1300  miles  of  railways  which  are  bound  to  see  great 
developments  in  coming  years.  It  seems  clear  that  Japan  will  not 
be  capable  of  supplying  all  their  needs. 

Because  of  the  two  important  companies,  the  Indo-China  and 
the  British  China  Coast,  Great  Britain,  with  the  exception  of  Japan, 
leads  the  world  in  the  shipping  of  the  Port  of  Dairen.  There  is, 
however,  a  growing  tendency  on  the  part  of  long  distance  ships  of 
other  nations  to  call  at  Dairen.  These  great  vessels  always  impress 
the  Chinese  shippers  and  we  may  see  other  nations  pressing  Great 
Britain  for  this  supremacy. 

The  recent  disturbances  in  Manchuria  and  Shanghai  have  once 
again  focused  public  attention  upon  the  unfortunate  situation  con- 
fronting our  neighbors  across  the  Pacific.  At  this  conference,  de- 
voted primarily  to  considerations  arising  from  our  common  interests 
in  foreign  trade,  it  would  be  inappropriate  for  any  of  us  to  allign 
ourselves  with  either  of  the  parties  to  this  regrettable  controversy, 
and  I  wish  here  to  touch  upon  only  those  aspects  of  this  misunder- 
standing which  affect  Oriental  commerce  and  trade.  We  regard 
both  Japan  and  China  as  our  friends  and  valuing  that  friendship  as 
we  do  it  is  our  sincere  and  whole-hearted  desire  that  they  may  reach 
an  early  and  amicable  settlement  of  the  differences  and  misunder- 
standings which  have  precipitated  this  unfortunate  clash. 

The  Chinese  Boycott  of  Japanese  Goods 

In  attempting  to  settle  disputes  with  Japan,  China  has  found  in 
the  boycott  her  most  effective  weapon.  It  should  be  understood  that 
in  the  last  five  years,  the  successive  boycotts  against  Japanese  goods 
have  gone  far  beyond  the  mere  refusal  to  buy  such  goods.  On  the 
contrary  they  have  been  instituted  and  reinforced  by  powerful 
agencies  which  have  exercised  the  police  powers  of  a  government  but 
which  have  not  been  controlled  by  the  Chinese  governmental  author- 
ities. Any  attempt  to  estimate  the  effectiveness  of  the  Chinese  boy- 
cott of  Japanese  goods  which  in  certain  regions  has  been  increasing 
in  intensity  since  last  September,  is  complicated  by  other  factors 
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such  as  the  general  depression  of  trade  throughout  the  world  and 
Great  Britain's  departure  from  the  gold  standard  in  September  1931. 
The  total  decrease  in  exports  to  outside  countries  from  Japan  (ex- 
cluding Hongkong  and  Kwantung)  in  1931  over  the  preceding  year 
was  22%  and  the  decrease  in  Japanese  exports  to  China  during  the 
same  period  was  40%.  From  this  it  may  be  estimated  that  Japan's 
export  trade  with  China  decreased  approximately  18%  in  the  year 
1931  as  compared  to  the  preceding  year.  Comparing  the  months 
September  to  December  1931,  when  the  Manchurian  trouble  devel- 
oped, with  the  corresponding  period  in  1930,  Japan's  exports  to 
China  (excluding  Hongkong  and  Kwantung)  fell  off  65%  during 
the  last  four  months  of  1931  as  compared  with  the  same  period  in 
1930  and  68%  in  January  1932  as  compared  to  January  1931.  The 
boycott  movement  measured  by  percentage  decrease  in  purchase  of 
Japanese  goods  has  been  most  effective  in  South  China  followed  in 
turn  by  Central  China,  Hongkong  and  North  China. 

The  Effect  of  the  Boycott  on  Shipping 

Of  the  shipping  along  China's  coast  and  inland  waterways, 
Japan  in  1929  controlled  over  27%.  This  has  been  seriously  affected 
by  the  boycott,  one  important  Japanese  company  operating  on  the 
Yangtze  being  forced  to  lay  up  its  ships  and  other  Japanese  shipping 
firms  suffering  severe  losses.  Japanese  newspapers  report  that  as 
early  as  October,  cargo  work  on  Japanese  ships  had  become  impos- 
sible at  Canton,  ships'  crews  having  to  unload  freight.  Japan's  share 
of  the  carrying  trade  to  and  from  China  has  also  been  seriously 
affected  and  in  several  cases  virtually  eliminated.  The  American 
Commercial  Attache  in  Shanghai  reported  in  January  that  during 
the  last  three  months  of  1931  "Importers  bringing  in  cargo  on  indent 
for  Chinese,  requested  their  representatives  in  foreign  countries  not 
to  ship  by  Japanese  ships,  owing  to  the  fact  that  the  Chinese  would 
refuse  to  take  delivery.  In  the  same  way,  export  cargo  in  those  cases 
where  Chinese  middle-men  had  any  connection  therewith  was 
shipped  through  other  lines." 

Japanese  trading  firms  in  China  have  found  it  almost  impossible 
to  conduct  business:  Chinese  compradores  have  in  most  cases  left 
their  employ,  Japanese  banks  have  been  widely  boycotted,  and  small 
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Japanese  industrial  and  business  units  in  China  have  been  completely 
snuffed  out. 

The  Gold  Standard  and  International  Trade: 

The  question  pressing  us  at  the  moment  is  what  is  to  be  done  in 
the  peculiar  emergency  growing  out  of  the  abandonment  of  the  gold 
standard  by  our  principal  competitors  in  international  trade?  Great 
Britain's  exchange  is  down  to  $3.40;  Canada's  is  off  \7l/2  % ;  Japanese 
yen  are  quoted  at  $.32  as  against  par  of  about  $.50. 

The  temporary  effect  produced  by  the  lowering  of  the  value  of 
the  currency  of  any  country  is  to  lower  correspondingly  its  costs  of 
production,  and  as  a  consequence  to  give  it  an  advantage  in  the 
marketing  of  its  exports.  However,  this  depreciation  of  the  cur- 
rency also  results  in  a  decrease  of  purchasing  power,  thereby  causing 
a  reduction  of  our  exports  to  the  country  under  consideration.  When 
sold  in  Japan,  our  goods  which  are  produced  on  a  basis  of  costs 
estimated  in  gold  dollars,  naturally  demand  more  yen  for  their  pur- 
chase. Obviously  this  increases  the  prices  of  these  commodities  in 
the  same  way  that  an  additional  tariff  might  raise  them.  In  most 
respects,  however,  these  effects  are  only  temporary  and  eventually, 
if  the  value  of  the  money  remains  down,  wages  and  prices  rise 
correspondingly;  thus  the  situation  becomes  just  what  it  was  origi- 
nally, the  only  difference  consisting  in  the  number  of  units  that 
must  now  be  counted.  We  see,  therefore,  that  the  advantages  and 
disadvantages  of  deflation  last  only  through  the  period  of  readjust- 
ment. There  is  one  permanent  advantage  which  may  result  from 
such  deflation,  though  its  value  in  the  long  run  may  well  be  doubted. 
If  the  money  unit  of  any  country  becomes  stabilized  at  a  lower  level, 
an  internal  public  debt  as  for  example,  a  million  yen,  payable  in  yen, 
is  still  payable  in  the  same  million  yen,  even  though  these  same  yen 
now  have  less  actual  purchasing  value.  Germany  abolished  her 
internal  public  debt  in  this  way  and  a  number  of  the  other  European 
countries  greatly  reduced  their  debts  by  a  similar  procedure.  Other- 
wise the  commercial  effect  of  a  change  of  standard  disappears  as 
soon  as  prices  and  wages  have  readjusted  themselves  in  terms  of  the 
new  values. 

It  seems  clear  that  America  should  not  yield  to  the  temptation 
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to  depart  from  the  gold  standard  in  order  to  meet  this  temporary 
competition  and  it  is  not  at  all  likely  that  our  Government  will  seri- 
ously consider  such  a  step. 

Good  Will  Essential — An  Error  to  Correct 

And  now  let  us  return  to  our  own  country  and  consider  what 
we  may  do  in  preparation  for  the  part  which  we  should  play  in  this 
great  arena  of  world  affairs.  We  should  strive  sincerely  to  remove 
all  causes  of  friction  and  misunderstanding  which  now  exist  between 
ourselves  and  the  peoples  of  the  Orient,  looking  toward  the  establish- 
ment in  the  future  of  a  greater  measure  of  mutual  confidence  and 
good  will.  A  tangible  gesture  in  this  direction  was  pointed  out  to 
you  most  cogently  a  year  ago  by  Governor  Wallace  R.  Farrington, 
who  said  to  you  in  part: 

"We  have  an  error  on  our  own  account  to  correct.  .  .  .  Under 
present  day  immigration  conditions  the  exclusion  law  as  applied  to 
people  of  the  Orient  is  wholly  unnecessary  affront  to  peoples  whose 
good  will  and  whose  respect  we  are  ambitious  to  enjoy.  Time  and 
events  have  brought  us  to  a  scientific  method  of  immigration  con- 
trol. We  have  the  quota  law  for  all  nations  outside  the  Orient. 
There  is  every  reason  why  our  country  should  apply  this  law  to  the 
peoples  of  all  nations  outside  our  immediate  neighbors  of  the  North 
American  continent." 

Good  will  is  contingent  upon  a  nice  consideration  of  such  things 
as  pride,  national  honor,  and  the  like,  and  the  careful  adjustment  of 
our  international  relations  in  conformity  with  a  spirit  of  justice  and 
fair  play.  All  things  being  equal,  price  and  quality  acceptable, 
business  goes  to  our  friends.  And  therefore,  in  view  of  this,  it  is 
fitting  that  we  consider  the  situation  which  has  arisen  in  the  Far 
East,  as  a  result  of  the  United  States  Immigration  Act  of  1924,  and 
the  consequence  of  that  act  as  it  affects  our  relations  with  the  Orient. 

Regulation  of  Oriental  Immigration  Prior  to  1924 

Oriental  immigration  prior  to  1924  was  regulated  in  the  follow- 
ing ways:  by  the  Chinese  Exclusion  Act  of  1882,  all  Chinese  immi- 
grant labor  was  barred  from  entrance  into  the  United  States;  by  the 
Asiatic  Barred  Zone  provision  of  the  1917  law,  all  Hindus  and  other 
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Asiatics  were  similarly  barred;  up  to  1924,  immigration  from  Japan 
was  regulated  by  President  Roosevelt's  "Gentlemen's  Agreement," 
entered  into  by  Roosevelt  and  the  Japanese  Government  in  1908. 

The  1924  Immigration  Law  Was  Discriminatory 

At  the  time  the  1924  law  was  under  consideration,  the  just  and 
logical  procedure  would  have  been  to  place  Japan  and  other  Oriental 
countries  on  a  quota  basis.  This,  however,  was  not  done,  but  instead 
a  clause  was  introduced  into  the  law  which  debarred,  with  minor 
exceptions,  all  aliens  ineligible  to  citizenship.  Both  Secretary  of 
State  Hughes  and  President  Coolidge,  as  well  as  numerous  others  in 
high  positions,  protested  vigorously  against  this  unjust  discrimina- 
tion against  our  most  powerful  neighbor  in  the  Orient.  In  view  of 
our  past  friendly  relations,  this  act  on  our  part  seemed  to  the  Japan- 
ese incomprehensible.  It  was  a  blow  to  their  pride,  a  slap  in  the  face, 
since  it  implied  that  they  had  not  lived  up  to  the  Gentlemen's  Agree- 
ment and,  in  addition,  that  they  were  not  on  an  equality  with  Euro- 
pean nations. 

Quota  for  Japan  and  China — 

185  Japanese,  105  Chinese  per  Annum 

Now  if  Japan,  China  and  other  Asiatic  countries  were  placed 
upon  a  quota  basis,  what  would  be  the  result?  Placed  under  the 
operation  of  the  quota  law,  Japan  would  have  a  quota  of  185  per 
annum  and  China  a  quota  of  105  per  annum.  Let  me  emphasize  to 
you  that  the  granting  of  quota  to  Japan,  China,  and  other  Asiatic 
countries  will  not  in  any  way  affect  such  questions  as  our  Alien  Land 
Law  or  citizenship  through  naturalization;  that  it  is  in  no  way  con- 
cerned with  one's  personal  opinions  regarding  standards  of  living, 
birth  rate,  or  assimilability  of  the  Japanese  or  other  Orientals  already 
in  the  state.  It  is  of  the  greatest  importance  that  these  facts  be  kept 
in  mind,  as  the  quota  question  has  often  been  badly  confused 
through  the  introduction  and  subsequent  discussion  of  these  ex- 
traneous and  irrelevant  considerations. 

Moreover,  it  must  be  kept  in  mind  that  these  quotas  185  for 
Japan,  105  for  China,  and  a  minimum  quota  of  100  for  British  India 
and  other  small  Asiatic  states,  would  in  actual  practice  be  to  a  very 
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large  extent  filled  by  Occidental  nationals  who  stand  in  a  preferential 
position.  From  this  it  is  apparent  that  the  numbers  involved  are 
negligible,  and  I  stress  it  here  only  because  many  people  have  been 
misinformed  in  this  matter  and  have  come  to  believe  that  the  grant 
ing  of  quota  to  Japan  and  China  would  open  the  doors  to  a  large  and 
very  dangerous  influx  of  Orientals.  As  you  readily  see,  this  is  not 
the  case.  Looked  at  in  any  unprejudiced  way,  the  quota  system 
applied  to  the  countries  of  Asia  would  constitute  in  actual  practice 
rigid  exclusion. 

Good  Will  Essential  in  a  Broader  Sense 

To  return  now  to  the  broader  aspects  of  our  relations  with  the 
Far  East,  the  attitude  of  our  government,  its  authorized  and  official 
acts,  and  above  all,  the  extent  to  which  it  assumes  a  spirit  of  friend 
ship  and  cooperation  will  play  a  part,  the  importance  of  which  can 
not  be  overestimated,  in  assisting  China  to  achieve  the  political 
social,  and  economic  reconstruction  and  stability  so  imperative  tc 
the  expansion  of  international  trade.     I  am  sure  you  will  all  agree 
with  me  when  I  say  that  the  first  and  most  important  step  in  this 
direction  is  the  creation  of  good  will.    We  as  business  men,  in  these 
days  when  the  question  of  the  distribution  of  our  products  is  upper 
most  in  the  minds  of  all  of  us,  know  well  how  important  a  favorable 
"psychology"  may  become  and  how  immensely  valuable  a  friendly 
attitude  of  mind  towards  us  may  prove  to  be  in  the  marketing  of  our 
commodities.    Mr.  Owen  D.  Young  in  his  magnificent  speech  deliv 
ered  before  the  Convention  of  the  National  Light  Association  held  in 
San  Francisco  in  1930  took  occasion  to  stress  this  very  point  in 
memorable  words  which  should  command  our  serious  attention 
He  said: 

"One  cultivates  his  potential  buyers.  He  does  not  rebuff  them 
He  seeks  their  friendship  and  their  good  will.  If  they  need  credit 
he  extends  it.  If  they  have  goods  which  he  can  take  in  exchange 
her  potential  customers?  Are  we  creating  good  will  or  bad  will  in 
the  countries  where  they  live?  Are  we  interesting  ourselves  in  their 
welfare?  Are  we  concerned  about  their  living  standards?  Are  we 
extending  them  credits  through  our  financial  machinery?  Are  we 
cooperating  with  them  politically  in  order  that  they  may  improve 
their  conditions?    Are  we  making  friends,  and  so  creating  an  atti 
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tude  of  mind,  a  spirit  of  relationship  which  will  convert  potential 
customers  into  actual  ones?  I  venture  the  prediction  that  we  must 
do  so  if  we  are  to  conserve  our  own  economic  structure,  not  as  a 
matter  of  charity,  but  of  self-interest.  The  people  of  America,  and 
particularly  the  farmers  with  their  agricultural  surplus  and  the  wage 
earners  with  unemployment,  must  learn  that  the  solution  of  their 
problem  lies,  not  in  a  narrow  isolation  of  America  from  the  rest  of 
the  world,  not  in  an  insulation  of  our  economic  structure,  but  in  the 
broadening  of  our  interest,  the  extension  of  our  aid,  the  development 
of  our  credit  machinery,  the  improvement  of  the  economic  condi- 
tions of  other  folks  in  order  that  they  may  buy  what  we  so  badly 
need  to  sell." 

Our  Great  Need  is  Competent  Leadership 

To  bring  about  this  attitude  on  the  part  of  our  government, 
and  to  educate  public  opinion  to  substantiate  such  an  approach,  we 
have  urgent  need  of  courageous,  competent  leadership,  farsighted, 
wise  and  informed;  leadership  which  is  free  from  the  desire  to  pro- 
mote the  narrow  aspirations  of  any  selfish  interest  whatsoever;  lead- 
ership at  once  internationally  minded  and  animated  by  a  determi- 
nation to  seek  international  good  will  and  understanding  as  the  only 
sound  basis  for  the  progressive  development  of  trade  relations  in  the 
Pacific. 

Conclusion 

Here  our  opportunity  lies:  leaders  may  in  this  great  Pacific 
Basin  devise  new  ways  and  means,  set  forth  new  policies.  We  still 
inevitably  drag  with  us  the  policy  and  approach  of  the  Atlantic 
coast  and  the  European  trade.  Yet  each  year  in  the  future  will  see 
the  trade  of  the  Pacific  growing  in  comparison  with  that  of  the 
Atlantic  and  in  a  briefer  time  than  any  of  us  realize,  the  Pacific 
trade  will  surpass  that  of  the  Atlantic,  not  only  comparatively  but 
actually.  How  successfully  that  trade  is  to  be  conducted  will 
depend  upon  the  wisdom  of  our  leaders  and  the  breadth  of  their 
vision;  their  ability  to  see  beyond  the  immediate  present,  and  their 
individual  problems;  upon  the  policies  which  they  adopt;  and  upon 
the  liberal-progressive  quality  of  their  approach  to  the  great  prob- 
lems of  the  Pacific  which  face  us  all. 
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